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TANF Subsidized Employment and the President's FY2015 Budget Proposal

Summary

Presidest FORDdmPpropodgatd would establish within t]
Needy Families (“RANHKWwabpEfouwnkd .§ oToheet faund woul d hel
for subsidized employment programs targeted towa
Subsidiwzynde etmppr ograms wuse government funds to p
and other costs of empl oyi’sngpraoppaasratli,c itphaen ts. u bUsnidde
could be in either the pu®Plaitch warysSwh el @robbes a $ 6 02 e ¢
million per year beginning in FY2015.

The Admi is3iPsattrthavtaiy@mprtoop oJsoabls comes as interest 1in s
a policy for the economically disadvafmtnadgecedd wa s
jobs tdhe imgcent recession. The Ameri Padh.Recovery
11-) createdEmergmmeryaCyi¢ E€EnthafFupdovided §5 |
FYR0O9 and FY2010. The ECF was <c¢reated, in part,
contingency fund created in the 1996 welfare ref

The ECF was different from other TANF grants to
exepndi tur e s : b a sticcr ma sasiids, t aamcde ,s usblsoirdti zed e mpl oy me

ECF funding, $1.3 billion financed increased sub
280, 000 persons -fbuenndeefdi tstuebds ifdriézneodE (§ Fohbess. e Apbeorust o rhsa |
adult parents; the other half were youth. ECF s u
subsidized jobs initiatives by placing some adul
public ser vi c ef uenmipeldozysndebnstmp iBbGFEnent served a popul
than those on the TANF cash assistance rolls.
Subsidized empl oyment programs can have a number
during a recession; providing iheomeorgnupport thr
employability of participants. There i1is little r
Admi ni $st rpartoipoons al . However, past research has 1in
programs can meet the goaugh fwoprrko,v iadsi negv ai lnucaotmeo s
indicated that such programs employ those who wo
less conclusive on the other policy goals.

The costs of ’s$hpr &g mssoudbssti AddiFzieodn e mpl oyenent 1 ni t i :
offset by ending the current Il aw TANF contingenc
created in the 1996 welfare reform law and provi
recessions. However, the fundlofoanchaefnektbehdd
funds . I n asses gsi npgr ot phoecs aAld,mi ma Isitcrya t mackne r s mi g h't
savings from ending the current contingency fund
or ot hdorueasa mpl e, ocroenattiinngg nac ymof diinfdi eedo provi de
countercyclical source of extra TANF funds.
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TANF Subsidized Employment and the President's FY2015 Budget Proposal

Introduction

Presidest FORHmadS budget proposes to add to the Te
Families (TANF) block “Praét htwag3fSubndd.J oilbhsel i founn dp ewo uy

excl usinweel ys ufbisniadi zed empl oyment programs. The pi
documents would make grantd ntcomet paacentse,sameildi
noncustodial parent s ; guardians of children; and

el i gible for TANF cash assistance or have 1income:
proposal, the program would subsidize up to 1009
benefits, training, and admini setnrta.t iPvaer tcioaslt ss)u bfso
would be payable ther dRatthewa ydfoutnodf,f stehte tbhued gceots t
proposes to end “thatitngéany FawdTANF

The Admi BiPsattrthawtaiy@mrtoop oJsoabls comes as 1 onymeast 1in s
for the economically disadvantaged -hasdbeden reki
jobs during the recent recession. To help assess

e provides backgréféundednsgbyvednmedt empl oyment ]

e disctihseehistory of subsidized empl oyment wit!l
and

e ecxamines some of the policy considerations 1 ¢

Background

Sub
WO

dized employment programs use government fu
ng. i Thg opob may be in either the public or
dies are payments to employers that reduce
cipant. These jobs pay wages, wwrlifle unpaid
ving a cash assis tvaonrckéf)Sbuebnseifdiitz e(do fetnepnl oryenfeenr
ams are ‘Dltshpeodi ¢ fnemonai unsfer otmher e i s no explic
employees be given training opportunities.

w2
[t
® O 60 = o=
~0Q O —+ » X ®n
e e e e

0o "o
5 oo

7]

t oy i sablsidized employment programs wusually p
measures to provide work and income during
the federal government empl oyed WPeAr)s mamsd i n
ilian Conver’B8atgioami@Ggrps ¢HEEC)NI970s, public

I

h

h
vilia S ¢
address unempl odyUmednetr d vhrei nCo nmrper cechsesnisanvse. Emp 1 o
aining Act (CETA), public yetvecebt pobmpleyments
11 as provide employment to the economically d
ver nme dst sppu b(JEiTcA s er vice employment program end
e 2009 recession, svalss pdiovdad edmplroamment y in su
p

loyment, and in transiti Shnaatld g tdabdsu ldtesmons t r at i

6 *0 g 3" A D T

E:Y‘O('D"‘O"“VJV""'

1U.S. Department of Health and Human Servi€éscal Year 2015 Budget in Brigf. 117. Note that the budget
discusses this as a “repurpose” of the contingency fund. S
least with respect to us®f monies), this report discusses the proposal as ending the current contingency fund and

replacing it with one that subsidizes jobs.
2 CRS Report R41017pb Creation Programs of th@ereat Depression: The WPA and the G®g Linda Levine
3 CRS Report RL3113& ountercyclical Job Creation Programs of the P@gorid War Il Era by Linda Levine
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TANF Subsidized Employment and the President's FY2015 Budget Proposal

Transitional jobs are wusually in either state or
has been lifmrtdedamhvsndimgmal jobs. In FY2011, an a
provided for thé DepOlr¢ meatcod Ltmndbowsitional jobs
program

Though subsidized e mpalloly noefn tt,h eb ywapgaeysiantge npeahrptl ooy e
pacff rpepeleiddire st he economicavlalge diubasdvwdamtsagead gener
an important part-infomabfamibpotscwi fTheholwdren s
l argest wage subsiindcoeme gwoadklererersc tt lhya nt e mpdw yer s ) t
Earned Income Tax CrediTthecEkl TOWpo amd umhlialbd et & %2 xc K
conditioned on having ecarmakhgswombhde pmlbdpol i ci e s
assistance and dwlddicearmpmrleaaw swavdhheos winto the 1 abo
Less attention has been focused on reducing the
income .f aMwiclhi eosf t lseu besixnpi izvet ee sef tOrd¢mmpl oy ment
credits to aeamphevdmpd efidrs bbifripublic @861 stance or
exampl e, the Work Opportunit-y-Wobakx TaadlCredWOTC)
Though there is limited recent experience with s
deter mhee whety can achieve their policy goals, t
of Health and Human Services (HHS) is currently
jobs programs, though findingThé¢r Bmepnath iosf sltaubdoyr a
is currently fi‘%erdhlaimegeadnsd td v:lalAadtdiahig ommd ¢ ya me he
recdFat m”pBeirlmbi tted states to operate pilot work p
Assistance Program ( SNsAiPdi, z ewh i dthp lcoyurthednti.ncl ude s

The TANF Block Grant and Subs
Empl oy ment

The TANF block grant 1s best kno@whe lffofroehel ping s
needy families with children. In addition to cas

benefits and services aimed at ameliorating the
chiplod &r t y.

Since the enactment of the 1996 welfare reform 1
authority to use TANmMpFaopthsnfofos ubStiadtaczsh nqgaoorp hka
subsidize employment for recipients of cash assi

4 For a conceptual framewk for analyzing wage subsidies paid to either employees or employers, see Stacy Dickert
Conlin and Douglas HOtE a k i n, “Based \ersus Employ@&ased Subsidies to LeW/age Workers: A
Public Fi na n ckindiRgedobs. Werk and WeHfaR&forn) ad. David Card and Rebecca M. Blank (New
York: Russell Sage Foundation, 2000), pp.-268.

5SeeMDRC, The Subsidied and Transitional Employment Demonstration (STED) Prajgtttp://www.MDRC.org
6 See MDRC The Enhanced Trait®na Jobs Demonstratioat http://www.MDRC.org

7 See discussion of these pilotsGRS Report R43400Vork Requirements, Time Limits, and Wioitentives in
TANF, SNAP, and Housing Assistaniog Gene Falk, Maggie McCarty, and Randy Alison Aussenberg

8 For an overview of TANF, seERS Report R4094Ghe Temporary Assistant@ Needy Families Block Grant: An
Introduction by Gene Falk

9 Prior welfare law did permit states to use the value of the cash assistance benefit combined with food assistance
benefits to subsidize the wages of participants. This provision did ntit iremany recipients being placed in
subsidized jobs.
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TANF Subsidized Employment and the President's FY2015 Budget Proposal

populations as long as it is consistent with
assist 1inamlcddadimagr enmtnsc,usit odi al parents, and
designing their TANF programs, including subsidi
However, states must have ptdoicsepdludtoeEsmeiang upllaarc e
wor ker s absys iTsAtNaFnce recipients involved in work
empl oyB¢nmt es are prohibited from employing a
when another individual is on layoff efyrom the
cannot place an individual in a job from whi
replacement with a TANF assistance recipient
hear complaintsnoffdwvs plrautléemsaant of t he

Though subsidized employment has been a part
was | i tFtilgalgkeoowd. federal and state TANF expend
FY2000 through FY20T12 As s hown, expenditures
spiked to over $1 billion in FY2010. The spike
caused2bb®MOBerecession. It was also in response
part, to finance subsidized employment pr

Figure |.Federal and State TANF Expenditures on Wage Subsidies: FY2000-FY2012
In Billions of Constant FY2012 dollars

S1.2

$1.0

$0.8

$0.6

$0.4

$0.2

$0.0 -
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: Congressional Research Service (CRS), based on data from the U.S. Department of Health and Human
Services (HHS).

Notes: Constant FY2012 dollars were computed using the Consumer Price Index for all Urban Consumers
(CPI-U). In FY2000 and FY2002, total reported expenditures for wage subsidies were negative, as states
reported downward adjustments for prior year expenditures.

10 This is in 8407(f) of the Social Security Act.
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TANF Subsidized Employment and the President's FY2015 Budget Proposal

The TANF Emergency Contingency Fund ar
Empl oyment
The American Recovery @RUAL.RpihkebtdedtaAptowifs26

a specialEneerngpeonrcayr yYCoid¢ E€@EP nwiyt FunmndTANF. The ECF
in part, because“r e f 0ThAaNoFj eccotnitoi nnsg etnhcayt ftuhnd cr eat e «
welfare reform law would be exhausted.

Unlike other TANF diamntmcetdothtratewanflokkearBE€E of s
than any allowdhbtet TANE aat ecg parsyseiss twaenrcee ,( 1()2 )b ansai
recurrdretr ms rodtt and (3)Ofubbed$SFedi Eimpdboymenextr
to states and tribes under the ECF, $1.3 billion
empl oyMwoesntt ©db g hei zedexpmmldd y mams ¢ d weyr et hnea dEeCF

in one year, FY2010

The ECF fiinahcmdted 280, QO0Gnaktilnegi darbgalsdti ale ds 1 ot s
empl oymenof pr ogr kinn d¥Abionucte htahlef 109f7 Otshhese sl ots w
par gtohtes ot her half were used to expand youth emp

The ECF was c¢created as an emergency measure 1in 1

the 2009 recession, and did not include provisio

Howver, a retrospaontedessunbudgiaédEE€mplPoyment fou

e States were able to implement subsidized empl

response t oSoEMeF sftuantdeisnge xpanded existing prog
created epmrtoigrrealnys .ne w

e Unlike previous subsidized employment prograri

in the prWhvaltee ssoemet oprr o gr ams provided public

well, the EsCoFl cedpiwdb Inioct sreerlvyi ce empl oyment to p

e Many oosfe tsher ved by ECF subsidized jobs were n

n

assist aSnocnree rionldlisvi duals might have been eligi
and were in subsidized jobHowevedri,eut bef recei:
ECF also served tahabr oaahdesre ped p udloabtlieconf or TANF
make subsidized employment programs attracti):
states te fwdertdke @by diediecdutal s for subsidized job

Subsidized Employment as a Work Activi
AssistanicentRse ci p

Under slwAMbK,st meet mnumerical work participation s
percenegacgh’'ssodafahei st anmeastabel engdaged iThhecreert ain
are 12 enumerated activitinegs tthheaitr ssttaatnedsa rndasy, cionu
subsidized public sector and subsidized private

11 U.S. Department of Health and Human Services, Administration for Children and Families, Office of Planning,
Resarch, and Evaluation (OPREBybsidzing Employment Oppaunities for Lowincome FamiliesA Review of State
Employment Programs Created Through the TANF Emergency, BRRE Report 20138, December 2011,
prepared by MDRChttp://www.acf.hhs.gogitestiefaultfiles/opretanf_emer_fund.pdf

12 Ibid.
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rcentagedoft §ANRocweheasngatge
T ubsidized employment for FY20
tively low throughout the period.
ubsidized pl o¥2n0eOn8 , baengdi ntnhiinsg pienr cFent age spi ke
ven in FY2 0 the share of TANF adults engaged
.6%hich translates into a monthly average of ab
inding f roamBtGfed esd usduybsi di zed employment that m
eople who were not onsubesidagsbhbdasmpioymeatr bk he
roader population of disadvantaged adults and vy

Figadgleows the
private secto
has been rela
e m
01

o Fh =0 »n

Figure 2. Percent of TANF Cash Assistance Adults Engaged in Public- or Private
Sector Subsidized Employment: FY2000-FY201 |

1.8%
1.6%

1.4%

1.2%

1.0%

0.8%

0.6%

0.4%

0.2%

0.0%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Source: Congressional Research Service (CRS) tabulations of the FY2000-FY201 | TANF National Data Files.
Notes: Cash assistance adults include teen parents who are heads of households or are married.

Policy Considerations

The Admi i ptrratgotoiscarde at e a TANF fund to exclusivel:

empl oyment and end thereausesnt wobawec¢c¢sosnbifnpehnaeygyf
Te firstsubswlhetztbhdrempdoy meatdr tpa ogeorgalaslsi ¢ y

Subsidized employment programs can be intended t
including (1) c¢creating jobs, (2) pmromdi dB39gg 1incon
increasi-ngrmhempbagability of participants. Ther
assessing whether the TANF subsidized empl oyment
The seetondf policy consider agtoiaolnss aarsek sf owhgeotnhee rb yc
of fsetting the cost of the subsidized empl oyment

n

contingenontmatkend., B hould they choose to end the
mi ght wish to considers aavlitnegrsn aftriovie suscehs aonf atchtei ob
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TANF Subsidized Employment and the President's FY2015 Budget Proposal

Job Creation

A policy goal of subsidized employment, particul
jobs that would otherwise not exist. The availab
empl oyment progtamemeénadewatebsthre created. Ho we
public service jobs would have existed as regula
program. At the conclusion of the CETA public se
CongressgetnaQf fBiucde ( CBO) “nmo tfeid m”bheéstt ti maet kesg wee et o
which public service employment funds substitute
indi vfduals.

The research on employer tax crdaditt g hftomwr altier ioff g
participation among employers “Pnoghems wakhctodwi
interest among employers are unlikely to have jo
that programs that airsea dlveasnst atgaerdg entiegdh tt or etcheei vneo snt
empl oy er s

Providing Income Support through Work

A goal of the 1996 welfare reform law was to hayv
“l'otgrm dependency on publdd the nreeftitsn Wit shtohiitn et
Subsidized jobs provide the opportunity to earn

There are three evaluations of subsidized jobs p
mi ght be met: Thkd WotkoBDemoBsppation of the 1970
eval uaftirceamss i o fiTohnea It hjroebes .e val uations found that t
program raised the earned income of program part
subs ijdi¥Fehcht is, they are effective in employing
employed. Thus, the past research indicates that
is to provide income support throughvewoskrastabpyi

Increasingletrhme Elmpdgpyability of Progra

The existing evaluation research provides mixed
rograms indeeamsempheoyhdbngity of program partici
nticipation in subsidized employment provide be
irst evaluated sthei NoztednpdbSuppogt @ ds Wor k De n
he 4+HPdOsd benedi mi almpdong oifn glaer tmocti hpeartsi orne cfeoirv
sistance. However ,““mensit'poogt agnebfowanidohs tof e
idencetecof 1¥mpgcts.

o oo

S
v

13U.S. Congressional Budget Offidgffects of Eliminating Public Service Employmetaff Working Paper, June
1981, p. 5.

14 See discussion iIBRS Report RL3008%,he Work Opportunity Tax Credit (WOT®Y Christine Scott

15This is discussed in David NeumaRglicies to Encourage Job Creation: Hiring Credits Vs. Wage Siéssi
National Bureau of Economic Research, NBER Working Paper 16866, Marchh2@l/Iwww.nber.orgdapers/
w16866

16 4.Rept. 10481, p. 19.

17 See discussion in: Dan Blooifransitional Jobs: Background, Program Models, and Evaluation EvidénMb&kC,
February 2010nttp://www.mdc.orgkitestlefaultfiles/transitional_jobs_background_fr.pdf

18 Ibid.
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Current Law Contingency Fur

budget propos aclwPwa thlwh y&f ftsoe tJ otbhse
the current law contingency fund.

chil ddr ephrtANH hma t1 OWibn d agor cwtmn veprd gr a m
responded to changes in expenditur

ock grant is a fixed dollar amount
ntdsteonnmnomcasel oads, or number of ¢

g rlaend tuon dceorn cTeA:tNiFs t hat funding might
.d olfvnetsulrom%s6 | aw created a separate $2 bi

S8 5 e

t
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t
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T
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h

States would need to
ngencyré€hadignahitp &
tthhiccomg h dlg¥AE ¥4 . As
o u nltheer cfyuenldi cwaals sl a ut rt d
t uUunemphoymeagertr hece
did not meet the cri

i
ate for 8
behaved c
Grants h
es gen
€ession

08, g did 1 nZQ@GC%.stetWawtilt h t he
it
e

oo O
—_
©

nt s

ess to the contingency fund, W
fact, the cont i nFgiegndaryesfou s d owss x h
e—aEnCdF . n dtt twhe rtehgutlHaGaFt cpmavinged ctyh «
TANF funding in response to the 1e

.v 1oendg rneesws, haansn uparlo appropriations f

y

ear, FY2011 to FY2014.

19The criteria of economic need used for the contingency fund are based on unemployment rates, Supplemental
Nutrition Assistance Program (SNAP) caseloads, and state spending abtaxeetispent in pr@ ANF programs in
FY1994. For detail on the operation of the TANF contingency fundC&s Report RL32748 he Temporary
Assistance for Needy Families (TANF) Bl&@iant: A Primer on TANF Financing and Federal Requiremgnys

Gene Falk
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Figure 3. TANF Contingency Fund Grants and the Unemployment Rate:
FY1998-FY2014

Grants in Billions of Constant FY2013 Dollars

Contigency Fund Grants
(Billions of FY2013 Dollars)

12.0% $5.0

Unemployment Rate

- $4.5

10.0%

/\ - $4.0
8.0% - 935
/ N s30

6.0% $2.5
4.0% —
° - $15
- $1.0
2.0% 2
- $0.5
0.0% T T T T T T T T — T — - SOO
~ e} D o - [} [a0) < N Vo] ~ e} [e)) o — o~ (49} <
QO O O 6 O O O © O © O © O d oA oA +d o
o] ()] [o)] o o o o o o o o o o o o o o o
- i i N N o (o] (g\] (@} (o] (a\] (@} (o] (a\] o (o] (g\] o
mmm Contingency Fund Emergency Contingency Fund e===Unemployment Rate

Source: Congressional Research Service (CRS), based on data from the U.S. Department of Health and Human
Services (HHS); the U.S. Department of Labor, Bureau of Labor Statistics; and the Congressional Budget Office
(CBO). FY2014 grants are estimated by HHS, based on awards in the first four months of the fiscal year. The
unemployment and inflation rates for FY2014 are based on the CBO February 2014 economic forecast.

Notes: Constant FY2013 dollars were computed using the Consumer Price Index for all Urban Consumers
(CPI-U). Contingency fund grants include those only for economically needy states; they exclude grants made
from the contingency fund to aid evacuees from states affected by Hurricane Katrina.

For future years, the Clonbgaseeslsiimen aals sBumdegse tt Hoaftf ik
contingency fund grants will remain at their cur
unempl oyment. Based on these projections, the <co
intended for the futmwreevan ImendiTagnhsewaokesdl e @ omni
the estimated FY2014 cohhi HYe Rd¢ sftuantde sa wmarred sd rbayw

front heNFfTAcontingency fund.

Table I. Estimated FY2014 TANF Contingency Fund Awards

State Total Estimated FY2014 Awards
Alabama $9,266,210
Arizona 21,078,509
Arkansas 5,633,583
Colorado 13,510,450

Congressional Research Service 8



TANF Subsidized Employment and the President's FY2015 Budget Proposal

State Total Estimated FY2014 Awards
Delaware 3,206,499
District of Columbia 9,196,167
Hawaii 9,821,258
Maryland 22,749,468
Massachusetts 45,615,611
Missouri 21,553,267
Nevada 4,360,023
New Mexico 10,980,418
New York 242,583,331
North Carolina 29,932,538
Oregon 16,436,917
South Carolina 9,926,816
Tennessee 19,018,337
Texas 48,285,359
Washington 36,870,650
Wisconsin 29,974,589
Totals 610,000,000

Source: Department of Health and Human Services (HHS). Based on actual awards through December 2013
and estimated awards for the remainder of the fiscal year.

Though the existing contingency fund has

not fun

funds for subsidized empl oyment would leave TANF
spending during@ua ifnpgt dtrhes irpeacset ssstiactne. government b
stressed, with many states cutting back on spend
However, for the periodwivwvhemat fandGCGF ptavide gent
maintained their WIhANFthen&8€CFteamonadsat the end
of states reduced their benefifs and tightened e
Congress ctodbtdigptthe TANF contimgeacye fmads svet
to changes innecbvhemitheoadrtent contingency fun
fundwo hdapfend Il ess than is currently wawldcted du
provide a higher level of fundThgugh @afendhtoec
prdei extra grants during recessions might help T
there ar a number of difEfaichulrteices siaomdl d we lda fif g
there is no guarantee that a psovograemes$s hnonwowlHlI
responsive in future recessions

20 jz Schott and LaDonna Paveftilany States Cutting TANF Benefits Harshly Despite High Unemployment and
Unprecedented Nee@enter on Budget and Policy Priorities, October 3126ttp://www.cbpp.ordiles/5-19
11tanf.pdf
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Concl usion

Subsidized employment programs historically were
most jobs in the public sector. Such public serv
cylical job creation as well as providing work f
youth empl oy me nstc aplreo gpruabmhsi,c lsaerrgvei ce e mpl oyment e
The brief expe rfivenndceed osfu bTsAiNdFi zEeCdF j oplbrso vh adsi nrge ki nd
government funds to subsidize the cost of employ
many earlier subsidized jobs programs, the ECF d
financing some jobs in thee pmadaams eofselcawirng Sadbsd
disadvantaged porndntof whrk 1996 welfare reform 1 e
mi xed on whether subsidized-tjeams ipgpipagt asamo nc dtheha
empl oyment and ear ni nRgess eoafr cphr ocgormapna rpianrgt itchiep aenftfsi.
jobs to othersmpehentsi @ldupaltihpaorcds ¢t wlmad mi megt, toa ba
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